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COLOMBIA: KEY ECONOMIC INDICATORS 
(All values in millions of U.S. dollars unless otherwise stated) 


Change 
1981 1981/80 


GNP at current prices and exchange rate 30,584 40,371 
GNP at constant prices (1970) 11,954 12,430 
Per Capita GNP, current prices (US$) i, 2i2 1,441 
Commodity Production (Millions of units) 
Coffee (60 Kilo bags) (Coffee Year) 12,700 14,000 
Crude Oil (barrels) 45,944 11,354 March 
Cement (metric tons) 4,356 1,118 March 
Steel (metric tons) 262,875 63 ,525 March 
Indices (1970 = 100) 
Production 745.2 8 920.2 
Employment Poder 124.5 
Avg. Labor Productivity 585.8 73921 
Avg. Real Industrial Wage 88.8 88.7 
Unemployment Rate 4 cities 8.6 9.2 
Unemployment Rate 7 cities 8.9 9.4 


Money Supply 212,919 Dec 222,894 June 
Public Debt Outstanding (US$ Millions) 4,801 Dec N.A 
External Debt (inc Govt Guarant'd) 4,242 Dec N.A 
Rediscount Rate, Central Bank 32% Dec 30% June 
Open Market Rate 24-30% Dec 24-28% June 
Price Indices: 
Worker Consumer (1979= 100) 163 .3 Dec 192.1 June 
Wholesale (1970 =100) 927.1 Dec 1,032.1 June 
Dollar Exchange Rate 50.60 Dec 54.71 July 


Gross Reserves 5,415.7 5,372.0 June 
Balance of Trade -1,602.5 -804.6 March 
Exports, Registration**’ 3,610.2 686.4 " 
Coffee 2 saa 33625 * 
Exports to U.S. 1,103 .0 L767 
Import Registrations’ 5,412.7 1,491.0 
Imports from U.S. 1 870k 56:7 .5 
U.S. Share 36.4% 34.0 
Other Main Suppliers 
Brazil 140.1 40.5 25:.6* 
Japan 523.6 102-7 2.0* 
West Germany 337.4 84.4 9.5* 
France 124.2 66.1 711.0" 
Spain 177.9 40.5 -18.6* 


Venezuela 375.9 106.0 30.6* 
Panama *** 


NOTES: Main Imports from U.S. in 1979: Cereal 116.5; Mineral fuels 104.4; 
Iron & Steel 16.1; Vehicles 150.0; Mechanical machinery 178.8; E Estimate 
R Revised P Projected * Over same period previous year; **Adjusted 


figures. “Actual trade represents about 90% of Registrations. *** Largely 
transshipments. 





SUMMARY 


Colombia's real growth rate for 1981 is not likely to exceed 1980's 

4 percent. Despite good auguries in the wake of Brazil's frost, 
improvements in some industries such as cement, beverages, leather, 
wood, and electrical products, as well as government aid to hard-hit 
sectors like textiles, automobiles and construction, any revival in the 
second half of 1981 is unlikely to offset the cumulative slowdown of 
the last 2 years. The country's trade deficit continues to grow, 
while reserve losses are minimized though capital inflows. High 
interest rates continue to restrain business activity, while helping 
push inflation to 18.7 percent for the first half of 1981 (16 percent 
in 1980). Public spending, as a countercyclical (and pre-electoral) 
measure, will continue to increase, probably causing a record 

$2 billion tudget deficit. 


Longer term projections--based on reviving oil production, and coal, 
nickel, and other mineral prospects--are more promising. 


Agriculture remains the principal sector of the Colombian economy 

(23 percent of GDP). Thus far this year, income to the coffee sector 
has been down, while results in other agricultural activities have 
been below expectations in the first half, with greater promise in 
the second. Oilseed production has generally declined; meat and 
livestock may become more scarce; grains are more promising. Colombia 
continues to diversify its trade, with Japanese imports growing while 
the country seeks greater export outlets in the Caribbean, Eastern 
Europe, and elsewhere. Sectors offering the greatest promise for 
U.S. business include construction (the Cerrejon coal project), 
telecommunications (SATCOL--Latin America's first satellite communi- 
cations system) and electric energy. Financing conditions will 
continue to be the major hurdle for American exporters. 


GROWTH WILL REMAIN NEAR 4 PERCENT WHILE INFLATION RISES 


Despite more optimistic government projections, the growth rate will 
most likely remain at the same 4 percent rate reached in 1980. The 
agricultural sector should benefit from better climate conditions 

this year, and coffee farmers should benefit from the frost in Brazil. 
The principal effects of the frost on prices and export volume will 

be felt in the next coffee year. Tentative data for January-May 

show a 5.6 percent decline in industrial production, with corresponding 
declines in employment. Industry may revive somewhat during the second 
half of 1981, although not enough to offset the production difficulties 
faced since 1979. Textiles, the automotive industry, and construction-- 
the three most severely hit--have recently received special lines of 
government credit of working capital;as a result, textile production 
has risen. Cement, beverages, leather, wood, and nonelectrical 
machinery also have shown some improvement. For the first time since 
1970, oil production increased 1.3 percent in 1980. Higher domestic 
prices provided new incentives to oil exploration through the use of 
"incremental crudes," "heavy crudes," and production from small new 
wells discovered recently. With discovery of two important new fields, 





prospects for a return to self-sufficiency by mid-decade are 
excellent. 


The Cerromatoso Nickel Project should begin producing in 1982. 
Infrastructure work on the $3 billion Cerrejon Coal Mine, "the 
project of the century," should produce substantial new employment 
and business opportunities on the north coast this year. Contracts 
for about $1.5 billion on imported equipment and services for the 
mine and its extensive infrastructure work will be let. Morrison- 
Knudsen is the prime contractor. 


The country's trade deficit (registration basis) during the first 
quarter was $804.6 million, and reserves declined by $43.7 million 
during the first half of the year. The value of exports declined 

by 31.7 percent when compared with same period of last year, while 
imports were up by 12.1 percent. Although peso devaluation continues 
to tract with relative inflation in the United States and Colombia, 
total expected earnings from nontraditional exports will not compensate 
for the drop in coffee earnings. 


Colombia's macroeconomic policy remains firmly monetary. Colombia's 
interest rates can run as high as 47 percent to borrowers (60 percent 
Or more on the "extra-banking" market). Although the Central Bank 
brought down the level of the interest rate of its bonds (titulos 

de participacion) by 5 percentage points, a "Gentlemen's Agreement" 
to reduce interest rates in the private banking sector has failed. 
With the renewal of the dialogue between the President and the 
country's major business associations, more government attention 

will have to be given to the credit problem, a principal preoccupation 
of all of these groups. Not surprisingly, the high cost of money, 
although part of an anti-inflationary policy, has in itself become 

a contributor to inflation, which stood at 18.7 percent for the 

first half of this year, as opposed to 16 percent for the same period 
last year. Public spending, strongly influenced by the coming 1982 
election, may lead to a 50 billion peso deficit at the end of the 
year, probably financed either by external borrowing (including the 
use of undisbursed loans) or borrowing from the Central Bank. 

Either way will require printing money. The solution, at least in 
the longer term, probably can only be found in a "supply side" 

attack on inflation through efforts to increase the efficiency of 
Colombia's industrial and, above all, agricultural output. 


AGRICULTURE AND THE COLOMBIAN ECONOMY 


The agricultural sector in Colombia accounts for 23 percent of GNP 

and has a significant effect on the Colombian economy. Coffee prices 
affect not only Colombia's balance of payments (the crop accounted 

for 60 percent of total export earnings in 1980) but the purchasing 
power of an important part of the rural population. Other agricultural 
production, chiefly for domestic consumption, is a significant 





determinant of Colombia's inflation rate. It seems clear, for 
example, that had last year's relatively poor showing not been 
accompanied by substantial increases in imports (mainly from the 
United States), inflation rates would have been considerably 
higher. 


This year, low prices for coffee prior to the Brazilian frost-- 
the result of overproduction, substitution and falling consumption 
in the United States--had caused coffee growers' income to 
deteriorate significantly. At the same time, since the beginning 
of the year, production costs have increased at record rates: 
Labor costs are up 27 percent and transportation costs are up 17 
percent. While the Coffee Federation had guaranteed to buy the 
whole crop, farmers were forced to become more cautious, reducing 
expenditures for basic needs as well as expenditures for the 
maintenance of their plantations. As a result, economic activity 
in the coffee areas had slowed down significantly, with effects on 
the national economy. While Brazil's misfortune probably will not 
bring a return to the "bonanza" days of 1975-76, both foreign 
exchange earnings and farmers' incomes should rise. The key 
question for the remainder of this year and next is the degree to 
which government policy will permit exchange rates and domestic 
prices to transfer international price increases to income for the 
growers. 


By mid-1981 the noncoffee agricultural sector in Colombia showed 
mixed results: production thus far was again below expectations, 
but improved weather conditions and greater availability of credit 
(at least theoretically) may offer greater promise for the second 
half. 


At the February-March 1981 planting time, the Government of Colombia 
announced an ample credit plan to growers, but actual borrowing 

in real terms was lower than 1980 levels. For the forthcoming 
planting season (September-October 1981), the average per hectare 
financing available has been increased by 20 to 25 percent over 

last year, but problems of access to credit for small and medium- 
scale farms remain. 


A clearer positive sign is the fact that weather conditions have 
been more favorable to agricultural production in recent months. 
Rainfall has increased considerably, while flood damage has not 
been significant. Agricultural inputs also have been generally 
available, except in some remote areas. Fertilizer prices have 
remained stable in real terms since July 1980. 


A number of specific crop tendencies may be noted. Except for 
African palm, the oilseed situation has declined further, with 
soybean production down 28 percent over the same period in 1980. 
Sesame and cottonseed production also are down. In all, imports 
will have to increase by a further 3 percent to meet demand. On 
the other hand, the grain situation is considerably more positive, 





with corn production up, and rice production holding steady and 
offering greater export promise. Meat production, however, showed 
a decline of about 4 percent while exports increased. in’ 1 of 2 
years, this could lead to a~situation in which growth of demand 
for meat and livestock significantly outpaces that of supply. 


Low cotton prices in the textile industry and financing difficulties 
have led to declining production. Sugar exports will also decline. 
In all, the agricultural situation offers somewhat greater promise 
for the home market in 1981, although export earnings for noncoffee 
crops may decline. If this translates into a slowing down in food 
price increases, inflationary pressures could be reduced. 


CHANGING TRENDS IN COLOMBIAN TRADE PATTERNS 


Colombian trade patterns are undergoing a process of change. The 
U.S. share of Colombian imports continues to drop as countries like 
Brazil, Japan, and France increase their share of Colombia's market. 
On the other hand, Colombia in turn is seeking new sources of 
petroleum and new markets for its agricultural exports (including 
coffee). A general trade agreement with Algeria was signed, and 
Colombia is seeking oil agreements with Mexico and Iran. West 
Germany has become the number one importer of Colombian coffee, 

with about one-third of coffee exports. 


Imports from Japan increased 23.7 percent overall from 1976 through 
1980, with an increase from 1979 to 1980 alone of 54.2 percent. The 
Major Japanese export was automobiles, imports of which will probably 
no longer enter as fast in the future. According to INCOMEX figures, 
the volume of trade with the COMECON countries increased fourteenfold 
from 1960 to 1979, with an average overall growth of 15 percent a 
year. Colombia's largest COMECON trade partner is Poland; trade 

may increase to a record $100 million during 1981. Colombia has 
contracted for six merchant freighters (the first two at cost of 
$23.7 million each), has requested technical advice on coal technology, 
and will be negotiating for increased exports to Poland of various 
agricultural products, especially rice and bananas. Colombia also 

is promoting increased sales of agricultural products to other 
COMECON countries. Interest in trade with the Caribbean countries 
has increased, as Colombia has sought to forge closer ties in the 
Basin. Jamaica has been granted a $5 million trade credit by 
Colombia, and technical assistance agreements were signed with Haiti 
and the Dominican Republic. 


SPECIAL PROSPECTS AND IMPLICATIONS FOR U.S. BUSINESS 


Telecommunications--Within the next 6 months, the Colombian Government 
is expected to issue calls for bids for the construction of the 
various elements of a national satellite communications system 
(SATCOL). The system is being designed to provide up to 15,000 
additional telephone circuits, two television channels, about 600 
circuits for rural telephone service, and a separate military 
communications capacity. It will be the first such national satellite 





system in Latin America and will allow Colombia to make dramatic 
improvements in all areas of telecommunications, integrating 
nationwide all telephone, radio, television, telex, and data 
transmission services. 


The three main components of the system and estimated cost are as 
follows: The spacecraft and launch ($130 million), the earth stations 
($180 million), and the control system ($10 million). A decision 

is expected shortly as to whether or not Colombia should launch 

such a system entirely alone, and once this decision is made many 
individual calls for bids will be issued. There could be as many 

as 10. The launch will be carried out by either NASA or the 

French entity Ariane. 


Electric Energy--The rationing of electric power begun several 
months ago is likely to continue well into 1982 in one form or 
another. The basic problem is that of keeping up with a domestic 
demand for electric power that has been increasing at about 10.5 
percent per year. To keep pace, installed generation capacity 
must double every 7 years. This translates into the need to add 
during the 1980's a total of 6,700 MW to Colombia's current 
installed capacity of about 4,300 MW. Also needed is the con- 
struction of an additional 2,000 KM of high tension transmission 
lines and large number of substations. In dollar terms, the total 
investment required exceeds $8 billion, of which the import content 
is estimated at about 30 to 40 percent. 


Implications--Despite these important export opportunities and the 
propensity of Colombians to look to the United States as a source 

of supply, U.S. exporters are likely to face some rough sledding 
here in coming months. Besides the sharp revaluation of the dollar 
with respect to European currencies, fierce competition has broken 
out in financing exports to Colombia. Both West Germany and France, 
for example, have made available to Colombia highly concessionary 
lines of credit tied to equipment purchased in support of a wide 
range of local projects and programs. Through a combination of aid 
lending and already subsidized commercial export financing, interest 
rates offered to Colombia have been brought down as low as 4 or 5 
percent per year, with long grace periods. 


The United Kingdom and Canada, too, have made available multimillion 
dollar credits in support of their own suppliers of goods and 
services that could be employed specifically for the Cerrejon coal 
project. As long as relatively high commercial interest rates 
prevail in the United States, the U.S. Export-Import Bank is not 
likely to be able to meet this credit competition. This means that 
U.S. suppliers with technically superior equipment at a reasonable 
price, and with superior availability of spare parts and service, 
could lose out strictly on financing terms. 
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